
21 

Employment and Training Administration, Labor § 602.21 

Whenever the Secretary of Labor, after 
reasonable notice and opportunity for hear-
ing to the State agency charged with the ad-
ministration of the State law, finds that in 
the administration of the law there is— 

* * * * * 

(2) a failure to comply substantially with 
any provision specified in subsection (a); 

the Secretary of Labor shall notify such 
State agency that further payments will not 
be made to the State until the Secretary of 
Labor is satisfied that there is no longer any 
such denial or failure to comply. Until he is 
so satisfied, he shall make no further certifi-
cation to the Secretary of the Treasury with 
respect to such State . . . .  

(d) Certification of payment of grant-
ed funds to a State is withheld only 
when the Secretary finds, after reason-
able notice and opportunity for hearing 
to the State agency— 

(1) That any provision required by 
section 303(a) of the Social Security 
Act is no longer included in the State 
unemployment compensation law, or 

(2) That in the administration of the 
State unemployment compensation 
law there has been a failure to comply 
substantially with any required provi-
sion of such law. 

§ 602.11 Secretary’s interpretation. 

(a) The Secretary interprets section 
303(a)(1), SSA, to require that a State 
law provide for such methods of admin-
istration as will reasonably ensure the 
prompt and full payment of unemploy-
ment benefits to eligible claimants, 
and collection and handling of income 
for the State unemployment fund (par-
ticularly taxes and reimbursements), 
with the greatest accuracy feasible. 

(b) The Secretary interprets sections 
303(a)(1) and 303(a)(6), SSA, to author-
ize the Department of Labor to pre-
scribe standard definitions, methods 
and procedures, and reporting require-
ments for the QC program and to en-
sure accuracy and verification of QC 
findings. 

(c) The Secretary interprets section 
303(b)(2), SSA to require that, in the 
administration of a State law, there 
shall be substantial compliance with 
the provisions required by sections 
303(a) (1) and (6). Further, conformity 
of the State law with those require-

ments is required by section 303(a) and 
§ 601.5(a) of this chapter. 

(d) To satisfy the requirements of 
sections 303(a) (1) and (6), a State law 
must contain a provision requiring, or 
which is construed to require, the es-
tablishment and maintenance of a QC 
program in accordance with the re-
quirements of this part. The establish-
ment and maintenance of such a QC 
program in accordance with this part 
shall not require any change in State 
law concerning authority to undertake 
redeterminations of claims or liabil-
ities or the finality of any determina-
tion, redetermination or decision. 

Subpart C—State Responsibilities 

§ 602.20 Organization. 

Each State shall establish a QC unit 
independent of, and not accountable to, 
any unit performing functions subject 
to evaluation by the QC unit. The orga-
nizational location of this unit shall be 
positioned to maximize its objectivity, 
to facilitate its access to information 
necessary to carry out its responsibil-
ities, and to minimize organizational 
conflict of interest. 

§ 602.21 Standard methods and proce-
dures. 

Each State shall: 
(a) Perform the requirements of this 

section in accordance with instructions 
issued by the Department, pursuant to 
§ 602.30(a) of this part, to ensure stand-
ardization of methods and procedures 
in a manner consistent with this part; 

(b) Select representative samples for 
QC study of at least a minimum size 
specified by the Department to ensure 
statistical validity (for benefit pay-
ments, a minimum of 400 cases of 
weeks paid per State per year); 

(c) Complete prompt and in-depth 
case investigations to determine the 
degree of accuracy and timeliness in 
the administration of the State UI law 
and Federal programs with respect to 
benefit determinations, benefit pay-
ments, and revenue collections; and 
conduct other measurements and stud-
ies necessary or appropriate for car-
rying out the purposes of this part; and 
in conducting investigations each 
State shall: 
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(1) Inform claimants in writing that 
the information obtained from a QC in-
vestigation may affect their eligibility 
for benefits and inform employers in 
writing that the information obtained 
from a QC investigation of revenue 
may affect their tax liability, 

(2) Use a questionnaire, prescribed by 
the Department, which is designed to 
obtain such data as the Department 
deems necessary for the operation of 
the QC program; require completion of 
the questionnaire by claimants in ac-
cordance with the eligibility and re-
porting authority under State law, 

(3) Collect data identified by the De-
partment as necessary for the oper-
ation of the QC program; however, the 
collection of demographic data will be 
limited to those data which relate to 
an individual’s eligibility for UI bene-
fits and necessary to conduct propor-
tions tests to validate the selection of 
representative samples (the demo-
graphic data elements necessary to 
conduct proportions tests are claim-
ants’ date of birth, sex, and ethnic clas-
sification); and 

(4) Conclude all findings of inaccu-
racy as detected through QC investiga-
tions with appropriate official actions, 
in accordance with the applicable 
State and Federal laws; make any de-
terminations with respect to individual 
benefit claims in accordance with the 
Secretary’s ‘‘Standard for Claim Deter-
minations—Separation Information’’ in 
the Employment Security Manual, part 
V, sections 6010–6015 (appendix A of this 
part); 

(d) Classify benefit case findings re-
sulting from QC investigations as: 

(1) Proper payments, underpayments, 
or overpayments in benefit payment 
cases, or 

(2) Proper denials or underpayments 
in benefit denial cases; 

(e) Make and maintain records per-
taining to the QC program, and make 
all such records available in a timely 
manner for inspection, examination, 
and audit by such Federal officials as 
the Secretary may designate or as may 
be required or authorized by law; 

(f) Furnish information and reports 
to the Department, including weekly 
transmissions of case data entered into 
the automated QC system and annual 
reports, without, in any manner, iden-

tifying individuals to whom such data 
pertain; and 

(g) Release the results of the QC pro-
gram at the same time each year, pro-
viding calendar year results using a 
standardized format to present the 
data as prescribed by the Department; 
States will have the opportunity to re-
lease this information prior to any re-
lease by the Department. 

(Approved by the Office of Management and 
Budget under Control Number 1205–0245) 

§ 602.22 Exceptions. 
If the Department determines that 

the QC program, or any constituent 
part of the QC program, is not nec-
essary for the proper and efficient ad-
ministration of a State law or in the 
Department’s view is not cost effective, 
the Department shall use established 
procedures to advise the State that it 
is partially or totally excepted from 
the specified requirements of this part. 
Any determination under this section 
shall be made only after consultations 
with the State agency. 

Subpart D—Federal 
Responsibilities 

§ 602.30 Management. 
(a) The Department shall establish 

required methods and procedures (as 
specified in § 602.21 of this part); and 
provide technical assistance as needed 
on the QC process. 

(b) The Department shall consider 
and explore alternatives to the pre-
scribed sampling, study, recordkeeping, 
and reporting methodologies. This 
shall include, but not be limited to, 
testing the obtaining of information 
needed for QC by telephone and mail 
rather than in face-to-face interviews. 

(c) The Department shall maintain a 
computerized data base of QC case data 
which is transmitted to the Depart-
ment under § 602.21, which will be com-
bined with other data for statistical 
and other analysis such as assessing 
the impact of economic cycles, funding 
levels, and workload levels on program 
accuracy and timeliness. 

§ 602.31 Oversight. 
The Department shall review QC 

operational procedures and samples, 
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